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DEPARTMENT  OF  AGRICULTURE 
Forest  Service 

Deferral  of  Payments  on  High-Priced 
Timber  Sales 

AGENCY:  Forest  Service,  USDA. 
action:  Notice  of  interim  policy:  request 
for  comments. 

SUMMARY:  This  policy  will  revise  agency 
procedures  to  permit  timber  sale 
contract  modifications  for  high-priced 
timber  sales  bid  prior  to  January  1, 1982. 
The  primary  objective  of  the  new 
procedures  is  to  encourage  purchasers 
to  perform  the  high-priced  sales  rather 
than  to  default  them.  The  intended  effect 
is  to  avoid  the  adverse  economic 
impacts  and  Forest  management 
disruptions  that  would  occur  if  these 
sales  were  defaulted.  Because  a  number 
of  effected  sales  are  scheduled  to 
default  between  now  and  March  30, 

1989,  it  is  essential  to  effect  this  policy 
by  September  1, 1988,  to  allow  payment 
deferral  procedures  during  the  current 
operating  season.  However,  the  agency 
is  requesting  comments  on  this  interim 
policy  for  consideration  prior  to 
adopting  a  final  policy  on  deferred 
payment. 

effective  DATE:  This  policy  is  effective 
September  1, 1988.  Comments  on  policy 
must  be  received  by  October  21, 1988. 
address:  Send  written  comments  to  F. 
Dale  Robertson,  Chief  (2400),  Forest 
Service,  USDA,  P.O.  Box  96090, 
Washington,  DC  20090-6090. 

The  public  may  inspect  comments 
received  on  this  interim  policy  in  the 
office  of  the  Director,  Timber 
Management  Staff,  Room  3207  South 
Agriculture  Building,  14th  and 
Independence,  SW.,  Washington,  DC, 
between  the  hours  of  8:30  a.m.  and  4:30 
p.m. 

FOR  FURTHER  INFORMATION  CONTACT: 

Allan  B.  McCombie,  Timber 
Management  Staff,  (202)  447-6862. 

SUPPLEMENTARY  INFORMATION: 

Background  and  Need  for  Policy 

During  the  late  1970’s,  the  timber 
industry  vigorously  competed  for 
available  National  Forest  timber  sales. 
The  competition  resulted  from  a 
combination  of  strong  demand  for 
timber,  predicted  price  trends  based  on 
levels  of  inflation  at  that  time,  and 
predictions  of  a  softwood  timber  supply 
shortage.  These  factors  resulted  in 
unprecedented  high-priced  sales, 
particularly  in  California.  Oregon,  and 
Washington.  Before  this  timber  could  be 
harvested,  lumber  prices  fell 
dramatically  in  response  to  a  collapse  in 


the  housing  market  precipitated  by  a 
general  economic  recession. 

The  Government  took  a  number  of 
actions  to  alleviate  the  default  potential 
of  the  high-priced  pre-1982  sales. 

Contract  extension  policies  announced 
by  the  Forest  Service  from  1980  thru 
1983  (16  U.S.C.  472a),  and  the 
subsequent  relief  provided  by  the 
Federal  Timber  Contract  Payment 
Modification  Act  of  1984  ("buy-out”)  (16 
U.S.C.  618),  together  with  somewhat 
improved  Forest  products  markets,  have 
eased  the  financial  burden  of  many 
timber  purchasers  and  lessened  the  risk 
of  default  on  remaining  high-priced 
contracts. 

However,  some  purchasers, 
particularly  in  the  West,  still  hold 
substantial  numbers  of  high-priced  sales 
bid  prior  to  1982  in  Forest  Service 
Regions  5  (California)  and  6  (Oregon 
and  Washington).  An  analysis  of  pre- 
1982  sales  in  these  Regions,  dated  May 
1988,  shows  that  there  is  about  1.6 
billion  board  feet  of  high-priced  timber 
under  contract  in  350  sales.  This  volume 
remains  under  contract,  primarily 
because  the  amounts  held  by  purchasers 
at  the  time  of  buy-out  application 
exceeded  the  volume  entitlement  under 
the  Federal  Timber  Contract  Payment 
Modification  Act.  These  purchasers 
have  extended  these  sales  under  the 
Multi-Sale  Extension  Program  and  other 
extension  authorizations  for  periods  of 
up  to  5  years.  As  a  result,  these  sales  are 
now  scheduled  to  terminate  between 
September  30, 1988,  and  December  31, 
1992.  The  majority  of  the  high-priced 
volume  is  contained  in  sales  that  are 
scheduled  to  terminate  in  1989  and  1990. 
Most  of  the  high-priced  volume  is  in 
Oregon,  Washington,  and  California. 

The  current  value  of  the  remaining 
volume  under  contract  is  $600  million. 
The  amount  of  damages  due  the 
Government  if  these  sales  are  defaulted 
is  estimated  at  $200  million. 

It  is  important  that  the  agency  have 
procedures  in  place  to  try  to  avoid 
significant  default,  especially  if  market 
conditions  deteriorate.  When  a  contract 
is  defaulted,  the  harvest  of  that  timber  is 
delayed  until  the  timber  can  be  resold 
and  cut  under  a  new  contract.  Default- 
delayed  harvest  may  result  in  adverse 
economic,  resource  management,  and 
environmental  effects.  The  economies  of 
many  communities,  particularly  in  the 
West,  are  heavily  dependent  upon  the 
employment  generated  by  the  harvest 
and  manufacture  of  timber  from  the 
National  Forests.  Timber  sale  defaults 
interrupt  the  flow  of  timber  and, 
thereby,  interrupt  employment. 
Employment  impacts  of  default  affect 
not  only  loggers  and  mill  workers,  but 
also  affect  others  dependent  upon  the 


income  of  timber  workers.  Defaults  also 
reduce  receipts  to  the  Federal  Treasury 
and  the  revenue  sharing  payments  to 
local  counties  that  are  based  on  those 
receipts.  County  funding  of  roads  and 
schools  is  heavily  dependent  on  these 
payments. 

The  liability  for  damages  due  the 
Government  arising  from  default, 
estimated  at  $200  million,  could  result  in 
a  number  of  firms  seeking  bankruptcy. 
Under  bankruptcy  procedures,  the 
United  States  would  become  an 
unsecured  creditor.  Usually  little  or  no 
assets  are  available  for  payment  after 
all  the  secured  creditors  are  satisfied  in 
the  proceedings.  Even  if  the  firms  do  not 
declare  bankruptcy,  default  collection 
activities  are  expensive  and  often  result 
in  small  dollar  returns  compared  to  the 
amount  of  damage  payment  due.  In 
short,  contract  performance  of  these 
high-priced  sales  provides  the  best 
economic  return  and  protection  to 
Federal,  State,  and  local  governments  as 
well  as  to  timber  dependent 
communities.  Accordingly,  the  Forest 
Service  is  implementing  a  procedure  to 
encourage  holders  of  high-priced  pre- 
1982  volume  to  perform  contracts  rather 
than  defaulting  them. 

Interim  Policy 

This  interim  policy  will  provide 
guidance  to  Contracting  Officers  in  the 
exercise  of  their  existing  authorities  to 
administer  Forest  Service  timber  sale 
contracts.  Current  law  provides  that 
Contracting  Officers  may  make 
modifications  on  unexecuted  portions  of 
a  contract  that  will  not  be  injurious  to 
the  United  States.  Modification  of 
specified  high-priced  sales  to  implement 
the  deferred  payment  policy  will  not  be 
injurious  to  the  United  States  and  will 
be  in  the  public  interest.  In  accordance 
with  the  contract  terms,  the  Government 
will  receive  full  contract  value.  The 
current  holder  of  a  timber  sale  contract 
determined  by  the  Forerst  Service  to  be 
a  high-priced  contract  will  pay  for 
timber  under  that  contract  at  the 
contract  price.  Under  this  policy,  the 
terms  of  payment  will  be  modified 
allowing  the  Government  to  defer  an 
amount  of  payment  equal  to  the 
difference  between  the  current  average 
bid  value  for  the  Forest  at  time  of 
modification,  plus  $50  and  the  average 
current  contract  value  per  thousand 
board  feet  (MBF).  The  deferred  amount 
will  be  paid  with  interest,  over  a  5-year 
period  under  the  terms  of  a  fully  secured 
promissory  note.  Thus,  only  the  contract 
terms  necessary  to  change  the  timing  of 
payment  to  the  Government  will  be 
modified.  The  procedure  will  only  be 
authorized  for  high-priced  sales  bid 
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prior  to  January  1, 1982.  The  deferred 
payment  modification  will  only  be 
authorized  after  receipt  of  a  properly 
prepared  and  executed  promissory  note, 
on  a  form  provided  by  the  Forest 
Service,  for  the  total  amount  of  the 
deferred  stumpage  value.  The  note  will 
be  fully  secured  by  a  form  of  security 
acceptable  to  the  Forest  Service  on  a 
form  approved  by  the  Forest  Service, 
and  allow  for  the  unconditional  payment 
upon  demand  by  the  Forest  Service.  The 
promissory  note  will  require  quarterly 
payments  to  amortize  the  amount  of  the 
note.  Interest  will  be  assessed  against 
the  accrued  deferred  amount  or  the 
remaining  note  balance  whichever  is 
less.  Interest  will  be  paid  quarterly.  The 
note  period  will  generally  be  for  a 
maximum  of  5  years.  A  note  with  a 
longer  term  may  be  approved  by  the 
Regional  Forester. 

Key  Features  of  the  Policy 

Sales  Eligible  For  Modification 

To  be  eligible  for  payment  deferral 
modifications,  timber  sale  contracts 
must  meet  the  following  criteria: 

1.  The  bid  date  must  be  prior  to 
January  1, 1982; 

2.  The  remaining  stumpage  must  have 
an  average  value  per  thousand  board 
feet  (MBF)  that  exceeds  the  average  bid 
value  for  the  previous  6-calendar 
months  on  the  National  Forest  where 
the  sale  is  located,  plus  $50  per  MBF. 

3.  The  contract  must  have  sufficient 
contract  period  remaining  to  allow  for 
removal  of  the  remaining  timber  prior  to 
expiration  of  the  contract. 

To  make  a  payment  deferral 
modification,  the  Contracting  Officer 
must  find  that  such  a  modification  to 
unexecuted  portions  of  the  contract  will 
not  be  injurious  to  the  United  States. 

The  January  1, 1982,  cutoff  date  was 
selected  because,  in  the  Federal  Timber 
Contract  Payment  Modification  Act, 
Congress  has  already  identified  the 
period  immediately  prior  to  this  date  as 
a  bidding  period  when  cumulative 
market  effects  resulted  in  excessive 
bidding  for  Federal  timber. 

High-priced  sales  are  defined  as  sales 
with  an  average  current  contract  value 
per  MBF,  that  exceeds  the  average  bid 
value  for  sales  sold  in  the  previous  6- 
calendar  months  on  the  National  Forest 
where  the  qualifying  sale  is  located,  plus 
$50  per  MBF.  The  average  bid  value  for 
the  individual  Forest  was  selected 
because  it  reflects  values  for  the  market 
area  where  the  sale  is  located. 

Authorized  officials  of  current  holders 
of  qualifying  contracts  must  request 
payment  deferral  in  writing.  The  current 
holder  is  the  firm  currently  recognized 
by  the  Forest  Service  as  being  legally 


responsible  for  contract  performance. 

The  Forest  Service  is  not  limiting  the 
procedure  to  companies  who  bid  the 
sales. 

Requests  for  modification  of  a 
qualifying  contract  will  be  accepted  at 
anytime  during  the  sale  period. 

Modification  of  Payments 

Under  the  interim  policy,  the 
payments  for  stumpage  will  be  reduced 
by  a  deferred  amount  covered  by  a 
promissory  note.  The  deferred  payment 
rate  per  thousand  board  feet  (MBF)  will 
be  determined  at  the  time  of 
modification.  The  deferred  value  will  be 
the  difference  between  the  current 
average  bid  value  of  the  Forest  sales, 
plus  $50  per  MBF  and  the  average 
current  contract  value  in  MBF.  The 
Contracting  Officer  will  use  the  average 
for  the  6-calendar  months  immediately 
prior  to  the  request  for  modification  in 
determining  the  amount  of  the  payment 
deferred.  Only  the  species  rates  above 
the  average  bid  rate  plus  $50  per  MBF 
would  be  subject  to  payment  deferral. 
The  amount  of  deferral  of  an  individual 
species  rate,  above  the  average  bid 
value  plus  $50  would  be  weighted  in 
proportion  to  the  amount  that  the 
remaining  value  of  a  particular  species 
represents  of  the  total  remaining  value 
of  all  species  above  the  average  bid 
rate,  plus  $50  per  MBF.  The  weighting  of 
species  values  above  the  floor  rate  to 
determine  the  amount  of  payment 
deferral  by  species  will  develop  a 
payment  rate  that  reflects  original  bid 
values. 

The  determination  of  the  amount 
subject  to  deferral  will  be  calculated 
using  advertised  volumes  at  the  time  the 
sale  was  offered  adjusted  by  any 
subsequent  contract  modification. 

Modification  of  the  contract  will  be 
contingent  on  the  prior  execution  of  a 
promissory  note  for  the  amount  of  the 
payment  estimated  by  the  Forest  Service 
as  being  deferred.  More  than  one  note 
per  sale,  executed  annually,  may  be 
considered  for  individual  sales.  The 
amount  of  harvest  volume  included  in 
the  note  will  be  in  accordance  with  the 
Forest  Service  approved  plan  of 
operation.  The  average  current  contract 
value  for  the  estimated  volume  to  be 
removed  will  be  used  to  determine  the 
amount  of  payment  deferral  for  the 
multiple  note  procedure.  This  will  allow 
the  note  and  interest  amount  to  reflect 
estimated  seasonal  removal  volumes. 
This  will  preclude  having  to  charge  for 
the  principal  on  large  volumes  that  have 
to  be  scheduled  for  logging  in  successive 
years  The  multiple  notes  may  be 
consolidated  for  billing  and  payment 
purposes. 


These  modifications  will  not  change 
current  contract  rates  which  are  used  for 
determining  Removal  Schedule 
Payments  established  pursuant  to  the 
Multi-Sale  Extension  Policy  of  1983. 
Purchaser  Credit  effectiveness  will  be 
calculated  using  current  contract  rates 
under  the  terms  of  the  contract. 

Modification  of  the  Payment  Guarantee 
Requirements  of  the  Contract 

The  requirements  of  the  contract 
related  to  advance  deposits  and 
payment  guarantees  in  lieu  of  deposits 
will  be  satisfied  by  deposits  equal  to  the 
revised  current  payment  amounts  as 
established  under  the  formula  for 
calculating  deferred  payments.  The 
Government  is  protected  as  to  the 
amount  of  the  deferred  payment  by  the 
fully  secured  promissory  note.  In  the 
event  of  an  overcut,  an  advance  cash 
deposit  or  payment  guarantee  in  lieu  of 
deposit  must  equal  the  total  stumpage 
value  for  cut  timber  that  is  not  covered 
by  the  promissory  note.  This 
requirement  will  insure  that  the  value  of 
the  volume  harvested  above  the 
estimated  volumes  is  covered  by 
payment  guarantee.  Full  payment  or 
revision  of  the  promissory  note,  must  be 
made  for  the  deferred  value  associated 
with  the  overcut. 

Limitation  on  Application  of  Deferred 
Payment  Modifications 

Retroactive  payment  deferrals  will  not 
be  allowed  for  previously  harvested 
volumes  under  the  proposal.  The 
performance  bond  amount  will  not  be 
reduced  under  the  deferred  payment 
procedures. 

Breach 

Failure  to  make  a  note  payment  will 
result  in  suspension  of  operations  and 
breach  of  the  provision  for  deferred 
payment  A  defaulted  note  could  result 
in  contract  termination. 

Promissory  Note  Procedures 

Under  the  interim  policy,  the 
promissory  note  will  be  for  the  amount 
of  the  payment  deferred,  as  estimated 
by  the  Forest  Service.  The  contract 
holder  may  select  the  promissory  note 
term,  generally  up  to  5  years.  Regional 
Forester  authorization  will  be  required 
for  note  periods  in  excess  of  5  years. 

The  maximum  note  period  is  10  years. 
Authorization  for  the  additional  period 
will  be  based  on  a  determination  that 
the  purchaser  has  a  compelling  need. 
Purchasers  will  provide  financial 
information  to  the  Regional  Forester  to 
support  the  need  for  die  additional  note 
period.  The  Regional  Forester  will 
coordinate  the  granting  of  additional 
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term  with  the  State  Director  of  the 
Bureau  of  Land  Management.  The  note 
principal  amount  will  be  due  in  equal 
quarterly  payments.  The  initial  principal 
payment  will  be  due  on  January  1  of  the 
year  following  the  date  of  note 
execution.  The  remaining  payments  will 
be  due  April  1,  July  1,  October  1,  and 
January  1.  Interest  will  begin  to  accrue 
on  the  amount  of  deferral  at  the  time 
stumpage  payment  for  deferred  timber  is 
due.  Interest  will  be  calculated  on  the 
accrued  amount  of  the  deferral  or  the 
outstanding  remainder  of  the  note 
whichever  is  less.  Interest  will  be  billed 
quarterly.  The  note  must  be  executed 
and  presented  to  the  Forest  Service  prior 
to  modification  of  contract  terms.  The 
interest  rate  will  be  adjusted  at  each 
payment  and  will  be  equal  to  the 
average  market  yield  of  outstanding 
Treasury  obligations  with  remaining 
years  to  maturity  of  5  years. 

Payment  of  the  note  must  be  secured 
by  an  acceptable  form  of  security. 
Acceptable  forms  of  security  are 
specified  in  the  Forest  Service  Finance 
and  Accounting  Handbook  (FSH 
6509.11k,  Chapter  80).  The  Handbook  is 
available  at  all  Forest  Supervisor 
Offices.  Examples  of  acceptable  forms 
of  security  include  bonds  by  an 
acceptable  surety,  irrevocable  letters  of 
credit,  or  securities  of  the  United  States. 
The  security  amount  must  be  sufficient 
to  cover  the  entire  amount  of  the  note. 
The  contract  holder  or  surety  where 
applicable  may  make  pre-payment  of  all 
or  a  portion  of  the  outstanding 
remainder  of  the  note  on  the  date  of  any 
quarterly  payment. 

The  amount  of  the  deferred  payment 
value  used  for  the  note  will  be  initially 
calculated  using  the  original  advertised 
contract  volumes  as  adjusted  by  any 
subsequent  contract  modification.  The 
actual  principal  amount  will  be 
recalculated  at  the  completion  of 
harvest  of  the  volume  covered  by  the 
note,  when  the  exact  amount  of  the 
deferred  value  is  known.  The  note  will 
be  revised  to  reflect  actual  obligations. 
Actual  Forest  Service  scaled  or  payment 
unit  volume  will  be  used  to  determine 
the  note  value. 

The  amount  of  bond  security  may  be 
reduced  to  reflect  the  current  amount  of 
the  promissory  note  obligation  during 
the  note  period. 

The  note  payments  may  be  assumed 
by  the  surety  if  the  principal  is  unable  to 
make  the  quarterly  payments. 

If  contract  term  adjustment  for  30 
days  or  more  is  granted,  after  the 
contract  modification,  the  note 
obligation  will  be  revised  to  reflect 
adjusted  harvest  volumes  resulting  from 
approved  delays. 


Alternatives  Considered 

In  considering  the  need  to  avoid 
default  on  these  high-priced  sales,  the 
Forest  Service  has  considered 
alternative  approaches.  Those 
alternatives  are:  (1)  To  do  nothing;  (2)  to 
allow  harvest  of  these  sales  at  rates 
reduced  from  current  contract  rates  but 
higher  than  current  market  rates;  (3)  to 
allow  purchasers  to  harvest  sales  at  a 
reduced  rate  with  the  difference 
between  the  reduced  rate  and  current 
rates  due  at  the  termination  date  of  the 
contract.  The  final  amount  due  at  the 
end  of  the  contract  would  be  negotiable 
based  on  sample  case  litigation. 

The  first  alternative — to  take  no 
action — will  create  serious  economic 
impacts  on  the  timber  dependent 
communities  in  the  West  where  these 
high-priced  sales  are  located,  will 
substantially  reduce  receipts  to  the 
Federal  Treasury  and  affected  counties 
that  otherwise  would  be  generated,  and 
will  have  adverse  impacts  on  the 
planned  management  of  the  National 
Forests  where  these  sales  have  been 
sold.  Current  timber  prices  simply  are 
not  adequate  for  the  holders  of  these 
contracts  to  operate  these  sales  without 
a  substantial  loss. 

The  second  approach  was  rejected 
because  it  would  result  in  purchasers 
paying  less  than  the  full  contract  value 
for  harvested  timber,  negating  the 
fundamental  principle  that  a  contract  is 
binding  on  the  parties  who  enter  it. 

The  third  alternative  was  rejected 
because  it  would  result  in  allowing  the 
harvesting  of  timber  without  payment  in 
advance  of  cutting  and  without 
satisfactory  payment  guarantee  as 
required  by  law.  This  alternative  also 
includes  an  expectation  of  settlement  for 
a  value  less  than  the  contract  requires. 
Moreover,  alternatives  (2)  and  (3)  would 
require  new  statutory  authorization  to 
enable  the  agency  to  collect  less  money 
than  it  is  entitled  to  under  a  contract  or 
to  allow  removal  of  timber  without 
advance  payment.  Because  of  the 
deliberative  nature  of  the  legislative 
process,  it  is  doubtful  that  such 
legislation  could  be  enacted  in  sufficient 
time  to  prevent  default  of  those  high- 
priced  sales  coming  due  in  1989. 

In  contrast  to  a  legislative  remedy,  the 
policy  and  procedures  being 
implemented  are  within  the  agency’s 
existing  authority  and  will  be  adopted  in 
sufficient  time  to  provide  an  alternative 
to  default  of  most  of  these  sales.  The 
policy  requires  full  contract  payment; 
the  modification  affects  only  the  timing 
of  payment.  It  encourages  the  purchaser 
to  operate  eligible  sales  by  giving  them 
the  ability  to  spread  losses  over  a  period 
of  time.  Purchasers  will  be  allowed  to 


defer  a  portion  of  the  payment  for  up  to 
5  years,  paying  interest  and  providing 
additional  security  as  consideration  for 
the  Government’s  willingness  to  modify 
contract  terms  to  defer  receipt  of  full 
payment. 

Implementation  and  Public  Comment 
Requested 

This  general  statement  of  policy  is 
issued  by  the  Forest  Service  to  advise 
the  public  prospectively  of  the  manner 
in  which  the  agency  proposes  to 
exercise  its  discretion  to  modify 
contracts  and  to  receive  and  analyze 
comments  before  preparing  the  final 
policy  direction  in  the  Forest  Service 
Manual.  As  such,  this  notice  is  exempt 
from  the  requirements  of  5  U.S.C.  553(b) 
and  (d). 

The  interim  policy  is  being 
implemented  on  September  1, 1988,  to 
allow  purchasers  of  qualifying  sales  the 
earliest  possible  opportunity  to  begin 
harvesting  under  the  deferred  payment 
procedures.  Many  of  the  qualifying  sales 
will  terminate  and  become  defaulted  if 
harvesting  is  not  completed  by  March 
31, 1989.  Harvesting  operations  are 
seasonal,  the  best  operating  conditions 
are  experienced  during  the  summer  and 
early  fall  periods.  The  interim  policy  is 
needed  to  allow  an  additional  2  months 
operations,  September  and  October  for 
the  qualifying  sales.  Rapid 
implementation  is  critical  to  encourage 
operation  and  lessen  the  potential  for 
default.  The  early  implementation  will 
provide  full  coordination  with  the 
Bureau  of  Land  Management  which  is 
promulgating  a  similar  policy. 

In  accordance  with  36  CFR  216.6,  the 
public  is  invited  to  submit  written 
comments  on  the  interim  policy  which 
will  be  analyzed  and  considered  in 
adoption  of  final  policy.  The  new  policy 
will  be  issued  in  Forest  Service  Manual, 
Chapter  2450,  and  Forest  Service 
Handbook  2409.15,  Chapter  30. 

Regulatory  Impact 

This  act  has  been  reviewed  under  U.S. 
Department  of  Agriculture  policy  and 
procedures  as  well  as  submitted  to  the 
Office  of  Management  and  Budget  for 
review  pursuant  to  Executive  Order 
(E.O.)  12291.  It  has  been  determined  that 
this  policy  does  not  have  the  effects  of  a 
major  rule  as  defined  in  E.0. 12291.  The 
procedure  implemented  by  this  policy 
will  not  have  an  annual  effect  on  the 
economy  of  $100  million  or  more,  will 
not  result  in  major  increases  in  costs  for 
consumers,  individual  industries, 
Federal,  State,  or  local  government 
agencies  or  geographic  regions,  and  will 
not  have  significant  adverse  effects  on 
the  ability  of  United  States-ba3ed 
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industries  to  compete  with  foreign-based 
enterprises  in  domestic  or  export 
markets.  It  does  not  change  the  total 
amount  a  purchaser  will  pay  for 
National  Forest  timber,  although  it  will 
affect  the  timing  of  when  a  purchaser 
will  have  to  pay  the  full  price  for 
stumpage  under  a  Forest  Service 
contract.  The  deferred  payment  will  be 
made  under  the  terms  of  a  fully  secured 
promissory  note.  The  note  will  require 
interest  charges  as  consideration  for 
payment  deferral. 

The  timing  of  payments  to  the 
Government  will  be  delayed  but  the 
note  interest  will  compensate  for  the 
deferral.  The  risk  of  nonpayment  will  be 
avoided  by  requiring  a  fully  secured 
promissory  note.  Counties  who  share  in 
revenues  generated  from  Federal  timber 
sales  will  experience  a  short-term 
deferral  in  receipts.  However,  the  short¬ 
term  effects  are  likely  to  have  far  less 
adverse  impact  than  if  these  sales  were 
defaulted.  Since  purchasers  will 
eventually  pay  the  full  contract  value, 
the  long  term  receipts  to  affected 
counties  will  be  far  greater  than  would 
be  received  if  the  sales  were  defaulted 
and  resold.  The  procedures  will 
contribute  to  the  economic  well-being  of 
timber-dependent  communities,  the 
orderly  flow  of  timber  to  market  and 
receipts  to  Treasury,  strengthen  the 
orderly  accomplishment  of  resource 
management  objectives,  and  reduce 
administrative  costs  associated  with 
cpllection  of  claims  against  defaulting 
purchasers. 

It  has  also  been  determined  that  this 
policy  will  not  have  significant 
economic  impact  on  a  substantial 
number  of  small  entities.  The  policy 
works  to  preserve  the  long  range 
revenues  to  affected  counties  and  to 
maintain  employment  in  the  area  and, 
thus,  reduces  the  certain  adverse 
economic  impacts  these  entities  would 
experience  in  the  event  of  default  and 
bankruptcy  of  purchasers  of  these  high- 
priced  sales. 

Based  on  both  past  experience  and 
environmental  analysis,  the  policy  will 
have  no  significant  effect  on  the  human 
environment,  individually  or 
cumulatively.  Therefore,  it  is 
categorically  excluded  from 
documentation  in  an  environmental 
assessment  or  an  environmental  impact 
statement  (40  CFR  1508.4).  Furthermore, 
the  policy  would  not  result  in  additional 
procedures  or  paperwork  not  already 
required  by  law.  Therefore,  the 
provisions  of  the  5  CFR  Part  1320 
relating  to  controlling  paperwork 
burdens  on  the  public  do  not  apply. 


Date:  August  2, 1988. 

George  M.  Leonard, 

Associate  Chief,  Forest  Service. 

[FR  Doc.  88-18893  Filed  8-19-88;  8:45  am) 
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DEPARTMENT  OF  THE  INTERIOR 
Bureau  of  Land  Management 
[  A  A-230-08-63 1 0-02 ] 

Deferral  of  Payments  on  High-Priced 
Timber  Sales 

AGENCY:  Bureau  of  Land  Management, 
Interior. 

action:  Notice  of  interim  policy:  request 
for  comments. 

summary:  This  interim  policy  revises 
agency  procedures  to  permit 
modifications  of  high-priced  timber  sale 
contracts  that  were  bid  prior  to  January 
1, 1982.  The  primary  objective  of  this 
action  is  to  encourage  purchasers  to 
perform  the  high-priced  sales  rather 
than  to  default  them.  The  intended  effect 
is  to  avoid  the  adverse  economic 
impacts  and  forest  management 
disruptions  that  would  occur  if  these 
sales  were  defaulted. 

The  need  for  an  interim  policy  is 
based  on  the  anticipated  default  of  sales 
due  to  expire  on  December  31, 1988.  It  is 
essential  to  put  this  policy  into  effect  by 
September  1, 1988,  to  allow  payment 
deferral  procedures  that  would  permit 
all  harvest  activities,  including  road 
construction,  to  be  completed  in  a  timely 
manner.  However,  the  agency  is 
requesting  comment  which  will  be 
considered  in  adoption  of  final  policy. 
EFFECTIVE  DATE:  September  1, 1988. 
Comments  should  be  submitted  by 
October  21, 1988.  Comments  received  or 
postmarked  after  the  above  date  may 
not  be  considered  as  part  of  the 
decisionmaking  process  on  the  issuance 
of  a  final  policy. 

ADDRESS:  Comments  should  be  sent  to: 
Director  (140),  Bureau  of  Land 
Management,  Department  of  the 
Interior,  1800  'C'  Street,  NW., 
Washington,  DC  20240. 

FOR  FURTHER  INFORMATION  CONTACT: 
Lyndon  Werner  (202)  653-8864. 
SUPPLEMENTARY  INFORMATION: 

Background  and  Need  for  Policy 

Bidding  on  timber  contracts  during 
1979-1980  in  Oregon  rose  to  record  high 
levels.  When  interest  rates  rose  in  the 
early  1980’s,  timber  markets  collapsed 
and  the  industry  could  not  complete  the 
contracts  without  incurring  substantial 
losses.  Recognizing  the  dilemma,  the 
Department  of  the  Interior  granted  grace 


period  extensions  beginning  in 
November  1981;  further  extensions  were 
granted  in  August  1983  on  contacts  bid 
prior  to  January  1, 1982,  under  the 
President’s  5-year  extension  program, 
which  extended  the  currently 
uncompleted  contracts  to  1988  and  1989. 
Also,  the  Timber  Contract  Payment 
Modification  Act  was  passed  in  1984 
permitting  the  return  to  the  Government 
of  274  Bureau  of  Land  Management 
contracts  totaling  1.28  billion  board  feet 
valued  at  $430  million. 

Of  the  remaining  volume  0.43  billion 
board  feet  valued  at  $127  million  are  in 
uncompleted  contracts  as  of  July  1988. 
The  majority  of  these  remaining 
contracts  are  due  to  expire  on  December 
31, 1989.  A  small  number  of  contracts 
were  further  extended  into  1990  through 
the  purchase  of  extension-credit  fire 
salvage  sales. 

The  objectives  of  these  efforts  to 
assist  the  timber  industry  were;  To 
recognize  the  legislative  directive  to 
ensure  community  stability;  to  minimize 
disruptions  to  the  Bureau  of  Land 
Management  forest  management 
program;  to  maintain  the  availability  of 
commercial  timber  in  the  market  place; 
and  to  hold  purchasers  responsible  for 
outstanding  high  priced  timber  sale 
contracts. 

Indications  are  that  current  and  future 
market  conditions  will  not  support 
meeting  these  objectives  through 
economical  harvest  of  the  majority  of 
the  remaining  contracts.  The  probable 
consequence  will  be  contract  defaults. 
This  is  not  in  the  best  interest  of  the 
government  not  only  because  of  the 
failure  to  meet  the  aforementioned 
objectives  but  also  the  high  cost  to  the 
Government  of  reoffering  contracts  and 
collecting  damages. 

When  a  contract  is  defaulted,  the 
harvest  of  that  timber  is  delayed  until 
the  timber  can  be  resold  and  cut  under  a 
new  contract.  Default-delayed  harvest 
may  cause  adverse  economic,  forest 
management,  and  environmental 
impacts.  The  economies  of  many 
communities  in  Oregon  are  significantly 
dependent  upon  the  employment 
generated  by  the  harvest  and 
manufacture  of  timber  from  Bureau  of 
Land  Management-administered  forest 
land.  Timber  sale  defaults  interrupt  the 
flow  of  timber  and,  thereby,  interrupt 
employment.  Employment  impacts  of 
default  affect  not  only  loggers  and  mill 
workers,  but  also  others  dependent  upon 
the  income  of  timber  workers.  Defaults 
also  reduce  receipts  to  the  Federal 
Treasury  and  the  revenue  sharing 
payments  to  local  counties  that  are 
based  on  those  receipts. 
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The  liability  for  damages  due  the 
Government  arising  from  default  could 
result  in  a  number  of  firms  seeking 
bankruptcy.  Under  bankruptcy 
procedures,  the  United  States  would 
become  an  unsecured  creditor.  Usually 
few  or  no  assets  are  available  for 
payment  after  all  the  secured  creditors 
are  satisfied  in  the  proceedings.  Even  if 
the  firms  do  not  declare  bankruptcy, 
default  collection  activities  are 
expensive  and  often  result  in  smaller 
dollar  returns  compared  to  the  amount 
of  damage  payments  due.  In  short 
contract  performance  of  these  high- 
priced  sales  provides  the  best  economic 
return  and  protection  to  Federal  and 
local  governments  as  well  as  to  timber- 
dependent  communities.  Accordingly, 
the  Bureau  of  Land  Management  is 
implementing  a  procedure  to  encourage 
holders  of  high-priced  pre-1982  volume 
to  perform  contracts  rather  than 
defaulting  them. 

Key  Features  of  the  Interim  Policy 

Sales  Eligible  for  Modification 

To  be  eligible  for  payment  deferral 
modifications,  timber  sale  contracts 
must  meet  the  following  criteria: 

1.  The  bid  date  must  be  prior  to 
January  1, 1982; 

2.  The  remaining  stumpage  must  have 
an  average  value  per  thousand  board 
feet  that  exceeds  the  average  bid  value 
for  the  previous  6  calendar  months  for 
the  Bureau  of  Land  Management  District 
in  which  the  sale  is  located,  plus  $50  per 
thousand  board  feet. 

3.  The  contract  must  have  sufficient 
contract  period  remaining  to  allow  for 
removal  of  the  remaining  timber  prior  to 
expiration  of  the  contract. 

The  January  1, 1982,  date  was  selected 
because  Congress  has  already  identified 
in  the  Federal  Timber  Contract  Payment 
Modification  Act  the  period  immediately 
prior  to  this  date  as  a  bidding  period 
when  cumulative  market  effects  resulted 
in  excessive  bidding  for  Federal  Timber. 

Authorized  officials  of  current  holders 
of  qualifying  contracts  must  request 
payment  deferral  in  writing.  The  current 
holder  is  the  entity  currently  recognized 
by  the  Bureau  of  Land  Management  as 
being  legally  responsible  for  contract 
performance.  The  Bureau  of  Land 
Management  is  not  limiting  the 
procedure  to  companies  that  bid  the 
sales. 

Requests  for  modification  of  a 
qualifying  contract  must  be  submitted 
prior  to  the  commencement  of  harvest 
on  timber  volume  to  be  covered  by  the 
modification.  The  modification, 
additional  securities,  and  note  must  be 
fully  executed  prior  to  the  cutting  and 
removal  of  covered  timber. 


Interim  Policy  and  Promissory  Note 
Procedures 

The  interim  policy  for  existing  high- 
priced  sales  will  provide  guidance  to 
Authorized  Officers  in  the  exercise  of 
their  existing  authorities  to  administer 
Bureau  of  Land  Management  timber  sale 
contracts.  Modification  of  specified 
high-priced  sales  to  implement  this 
proposed  deferred  payment  policy  will 
be  in  the  public  interest.  In  accordance 
with  the  contract  terms,  the  Government 
will  receive  full  contract  value.  The 
current  holder  of  a  timber  sale  contract 
determined  by  the  Bureau  of  Land 
Management  to  be  a  high-priced 
contract  will  pay  for  timber  under  that 
contract  at  the  contract  price.  Under  this 
policy,  the  terms  of  payment  will  be 
modified  allowing  the  Government  to 
defer  an  amount  of  payment  equal  to  the 
difference  between  the  current  average 
bid  value  at  time  of  modification  for  the 
Oregon  Bureau  of  Land  Management 
District  in  which  the  sale  is  located,  plus 
$50  and  the  average  current  contract 
value  per  thousand  board  feet.  The 
difference  between  the  average  bid 
value  and  the  current  contract  value 
(deferred  payment)  will  be  paid  with 
interest,  over  a  maximum  of  10  years, 
under  the  terms  of  a  fully  secured 
promissory  note.  In  most  cases  note 
terms  will  be  5  years  or  less  and  will  be 
approved  by  the  Authorized  Officer. 
Application  for  note  terms  from  6  to  10 
years  must  show  evidence  of  need 
based  on  compelling  circumstances  and 
must  be  approved  by  the  State  Director 
after  consultation  with  the  Forest 
Service  Regional  Forester. 

Interest  payments  on  the  harvest- 
level-based  accruing  increments  of 
deferred  payment  shall  be  paid 
quarterly  after  commencement  of 
harvest.  The  full  amount  of  deferred 
payment  specified  in  the  promissory 
note,  as  estimated  by  the  Bureau  of 
Land  Management,  will  require 
quarterly  payments  to  amortize  the 
amount  of  the  note  with  payments  to 
commence  the  first  January  1  following 
the  execution  of  the  note.  Prior  to  the 
completion  of  harvest,  interest  paid  will 
be  calculated  on  the  amount  of  harvest- 
level-based  accruing  increments  of 
deferred  payment  or  the  remaining 
balance  of  the  note,  whichever  is  less. 
Upon  completion  of  harvest,  interest 
paid  will  be  calculated  on  the  remaining 
balance  of  the  note.  Thus,  only  the 
contract  terms  necessary  to  change  the 
timing  of  payment  to  the  Government 
will  be  modified.  The  deferred  payment 
modification  will  be  authorized  only 
after  receipt  of  a  properly  prepared  and 
executed  promissory  note,  on  a  form 
approved  by  the  Bureau  of  Land 


Management,  for  the  total  amount  of  the 
deferred  stumpage  value.  The  note  must 
be  fully  secured  by  a  form  of  security 
acceptable  to  the  Bureau  of  Land 
Management  and  allow  for 
unconditioned  payment  upon  demand 
by  the  Bureau  of  Land  Management. 

The  security  amount  must  be 
sufficient  to  cover  the  entire  amount  of 
the  note.  The  contract  holder  or  surety, 
where  applicable,  may  make  pre¬ 
payment  of  all  or  a  portion  of  the 
outstanding  remainder  of  the  note  on  the 
date  of  any  quarterly  payment.  The 
amount  of  the  bond  security  may  be 
reduced  to  reflect  the  current  amount  of 
the  promissory  note  obligation  during 
the  note  period.  The  note  payments  may 
be  assumed  by  the  surety  if  the  principal 
is  unable  to  make  the  quarterly 
payments. 

The  interest  rate  will  be  adjusted  at 
each  payment  and  will  be  equal  to  the 
average  market  yield  of  outstanding 
Treasury  obligations  with  5  years 
remaining  to  maturity. 

Modification  of  Payments 

Under  this  policy,  the  payments  for 
stumpage  will  be  reduced  by  a  deferred 
amount  covered  by  a  promissory  note. 
The  deferred  payment  rate  per  thousand 
board  feet  will  be  determined  at  the 
time  of  modification.  The  deferred  value 
will  be  the  difference  between  the 
current  average  bid  value  for  the  Oregon 
Bureau  of  Land  Management  District  in 
which  the  sale  is  located,  plus  $50  per 
thousand  board  feet,  and  the  average 
current  contract  value  in  thousand 
board  feet.  The  current  6  month  average 
bid  value  for  the  five  western  Oregon 
Bureau  of  Land  Management  Districts 
plus  the  $50  differential  value  produces 
the  following  rate  reduction  floors  per 
thousand  board  feet:  Salem — $239.08; 
Eugene — $204.52;  Roseburg — $169.27; 
Coos  Bay — $190.87;  and  Medford — 
$174.43.  The  authorized  officer  will  use 
the  average  for  the  6  full  calendar 
months  immediately  prior  to  the  request 
for  modification  in  determining  the 
amount  of  the  payment  deferred.  Only 
the  rates  bid  for  particular  species  that 
are  above  the  average  bid  rate  plus  $50 
per  thousand  board  feet  will  be  subject 
to  payment  deferral.  The  amount  of 
deferral  of  an  individual  species  rate 
above  the  average  bid  value  plus  $50 
will  be  weighted  in  proportion  to  the 
amount  that  the  remaining  value  of  a 
particular  species  represents  of  the  total 
remaining  value  of  all  species  above  the 
average  bid  rate,  plus  $50  per  thousand 
board  feet.  The  weighting  of  species 
values  above  the  floor  rate  to  determine 
the  amount  of  payment  deferral  by 
species  will  develop  a  payment  rate  that 
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reflects  original  bid  values.  The 
determination  of  the  amount  subject  to 
deferral  will  be  calculated  based  on  the 
unhauled  volume  on  the  contract  area  at 
the  time  of  modification. 

More  than  one  per  sale,  executed 
annually,  will  be  considered  for  sales 
expected  to  require  more  than  one  year 
for  harvest.  For  the  multiple  note 
procedure,  the  amount  of  the  note  will 
be  based  on  the  volume  scheduled  for 
removal  in  an  approved  logging  plan. 

The  average  current  contract  value  for 
the  estimated  volume  to  be  removed  will 
be  used  to  determine  the  amount  of 
payment  deferral  for  the  multiple  note 
procedure.  This  will  allow  the  note  and 
interest  amount  to  reflect  estimated 
seasonal  removal  volumes.  This  will 
preclude  having  to  charge  for  principal 
and  interest  on  large  volumes  that  have 
to  be  scheduled  for  logging  in  successive 
years.  For  billing  purposes,  multiple 
notes  can  be  consolidated. 

Modification  of  the  Payment  Guarantee 
Requirements  of  the  Contract 

The  requirements  of  the  contract 
related  to  advance  installments  and 
payment  guarantees  in  lieu  of  deposits 
will  be  satisfied  by  installments  or 
payment  guarantees  equal  to  the  revised 
current  payment  amounts  as  established 
under  the  formula  for  calculating 
deferred  payments.  The  Government  is 
protected  as  to  the  amount  of  the 
deferred  payment  by  the  fully  secured 
promissory  note.  In  the  event  of  an 
overcut,  advance  cash  installments  or 
payment  guarantee  in  lieu  of 
installments  must  equal  the  total 
stumpage  value  for  cut  timber  that  is  not 
covered  by  the  promissory  note.  This 
requirement  will  assure  that  the  value  of 
the  volume  harvested  above  the 
estimated  volumes  is  covered  by 
payment  guarantee.  Full  payment  or 
revision  of  the  promissory  note  must  be 
made  for  the  deferred  value  associated 
with  the  overcut. 

Limitation  on  Application  of  Deferred 
Payment  Modifications 

Retroactive  payment  deferrals  will  not 
be  allowed  for  previously  harvested 
volumes  under  the  policy.  The 
performance  bond  amount  will  not  be 
reduced  under  the  deferred  payment 
procedures. 

Breach 

Failure  to  make  a  note  payment  is  a 
breach  of  the  provision  for  deferred 
payment  and  could  result  in  suspension 
of  operations.  A  defaulted  note  could 
result  in  contract  cancellation. 


Alternatives  Considered 

In  considering  the  need  to  avoid 
default  on  these  high-priced  sales,  the 
Bureau  of  Land  Management  has 
considered  other  approaches.  Those 
alternatives  are:  (1)  No  action;  (2)  allow 
harvest  of  these  sales  at  rates  reduced 
from  current  contract  rates;  (3)  allow 
purchasers  to  harvest  sales  at  a  reduced 
rate  with  the  difference  between  the 
reduced  rate  and  current  rates  due  at 
the  termination  date  of  the  contract.  The 
final  amount  due  at  the  end  of  the 
contract  will  be  negotiable  based  on 
sample  test  litigation. 

The  first  alternative — no  action — 
would  create  serious  economic  impacts 
on  the  timber  dependent  communities  in 
Oregon  where  these  high-priced  sales 
are  located,  would  substantially  reduce 
receipts  to  the  Federal  Treasury  and 
affected  counties  that  otherwise  would 
be  generated,  and  would  have  adverse 
impacts  on  the  planned  management  by 
the  Bureau  of  Land  Management  where 
these  sales  have  been  sold.  Current 
timber  prices  are  not  adequate  for  the 
holders  of  these  contracts  to  operate 
these  sales  without  a  substantial  loss, 
and  economic  forecasts  do  not  predict  a 
return  to  the  high  prices  in  effect  when 
these  sales  were  originally  bid. 

The  second  approach  was  rejected 
because  it  would  result  in  purchasers 
paying  less  than  the  full  contract  value 
for  harvested  timber,  negating  the 
fundamental  principle  that  a  contract  is 
binding  on  the  parties  who  enter  it. 

The  third  alternative  was  rejected 
because  it  would  result  in  allowing  the 
harvest  of  timber  without  payment  in 
advance  of  cutting  and  without 
satisfactory  payment  guarantees.  This 
alternative  also  includes  an  expectation 
of  settlement  for  a  value  less  than  the 
contract  requires. 

The  policy  and  procedures  being 
proposed  are  within  the  agency’s 
existing  authority  and  can  be  adopted  in 
sufficient  time  to  provide  an  alternative 
to  default  for  the  majority  of  the  sales  in 
question. 

The  interim  policy  being  adopted 
requires  full  contract  payment;  the 
modification  affects  only  the  timing  of 
payment.  It  encourages  the  purchaser  to 
operate  eligible  sales  by  giving  him/her 
the  ability  to  spread  losses  over  a  period 
of  time.  Purchasers  will  be  allowed  to 
defer  a  portion  of  the  payment  for  up  to 
10  years,  paying  interest  and  providing 
additional  security  as  consideration  for 
the  Government's  willingness  to  modify 
contract  terms  to  defer  receipt  of  full 
payment. 


Implementation  and  Public  Comment 
Requested 

The  public  is  invited  to  submit  written 
comments  on  this  interim  policy  which 
will  be  analyzed  and  considered  in 
adoption  of  final  policy.  In  particular, 
comment  is  requested  on  the  limits  of 
eligibility.  The  interim  policy  will 
become  effective  September  1, 1988,  in 
recognition  of  the  anticipated  default  of 
sales  due  to  expire  on  December  31, 

1988,  and  the  need  to  complete  road 
construction  on  some  sales  due  to  expire 
on  December  31, 1989. 

Regulatory  Impact 

This  action  has  been  reviewed  under 
U.S.  Department  of  the  Interior  policy 
and  procedures  as  well  as  submitted  to 
the  Office  of  Management  and  Budget 
for  review  pursuant  to  Executive  Order 
(E.O.)  12291.  It  has  been  determined  that 
this  policy  does  not  have  the  effects  of  a 
major  rule  as  defined  in  E.0. 12291.  The 
procedure  implemented  by  this  policy 
will  not  have  an  annual  effect  on  the 
economy  of  $100  million  or  more,  will 
not  result  in  major  increases  in  costs  for 
consumers,  individual  industries, 

Federal,  State,  or  local  government 
agencies  or  geographic  regions,  and  will 
not  have  significant  adverse  effects  on 
the  ability  of  United  States-based 
industries  to  compete  with  foreign-based 
enterprises  in  domestic  or  export 
markets.  It  does  not  change  the  total 
amount  a  purchaser  will  pay  for  Bureau 
of  Land  Management  timber,  although  it 
will  affect  the  timing  of  when  a 
purchaser  will  have  to  pay  the  full  price 
for  stumpage  under  a  Bureau  of  Land 
Management  contract.  The  deferred 
payment  will  be  made  under  the  terms 
of  a  fully  secured  promissory  note.  The 
note  will  require  interest  charges  as 
consideration  for  payment  deferral. 

The  timing  of  payments  to  the 
Government  will  be  delayed  but  the 
note  interest  will  compensate  for  the 
deferral.  The  risk  of  nonpayment  will  be 
avoided  by  requiring  a  fully  secured 
promissory  note.  Counties  that  share  in 
revenues  generated  from  Bureau  of  Land 
Management  timber  sales  will 
experience  a  short-term  deferral  in 
receipts.  However,  the  short-term  effects 
are  likely  to  have  far  less  adverse 
impact  than  if  these  sales  were 
defaulted.  Since  purchasers  will 
eventually  pay  the  full  contract  value, 
the  long  term  receipts  to  affected 
counties  will  be  far  greater  than  will  be 
received  if  the  sales  are  defaulted  and 
the  timber  resold.  The  proposed 
procedures  will  contribute  to  the 
economic  well-being  of  timber- 
dependent  communities,  and  the  orderly 
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flow  of  timber  to  market  and  receipts  to 
the  Treasury  will  strengthen  the  orderly 
accomplishment  of  forest  management 
objectives,  and  reduce  administrative 
costs  associated  with  collection  of 
claims  against  defaulting  purchasers. 

It  has  also  been  determined  that  this 
policy  will  not  have  a  significant 
economic  impact  on  a  substantial 
number  of  small  entities.  The  policy 
works  to  preserve  the  long  range 
revenues  to  affected  counties  and  to 
maintain  employment  in  the  area  and, 


thus,  reduces  the  certain  adverse 
economic  impacts  these  entities  will 
certainly  experience  in  the  event  of 
default  and  bankruptcy  of  purchasers  of 
these  high-priced  sales. 

Based  on  both  past  experience  and 
environmental  analysis,  the  interim 
policy  will  have  no  significant  effect  on 
the  human  environment,  individually  or 
cumulatively.  Therefore,  it  is 
categorically  excluded  from  analysis  in 
an  environmental  assessment  or  an 
environmental  impact  statement  (40  CFR 


1508.4).  Furthermore,  the  policy  will  not 
result  in  additional  procedures  or 
paperwork  not  already  required  by  law. 
Therefore,  the  provisions  of  the  5  CFR 
Part  1320  relating  to  controlling 
paperwork  burdens  on  the  public  do  not 
apply. 

Tom  Allen, 

Acting  Deputy  Director. 
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